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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  the  Assistant  Secretary  for 
Community  Planning  and 
Development 

24  CFR  Part  596 

[Docket  No.  R-88-1392;  FR-1913] 

Enterprise  Zone  Development 

agency:  Office  of  the  Assistant 
Secretary  for  Community  Planning  and 
Development,  HUD. 
action:  Final  rule. 

summary:  This  final  rule  implements 
Title  VII  (Enterprise  Zone  Development) 
of  the  Housing  and  Community 
Development  Act  of  1987,  (Pub.  L.  100- 
242).  This  Title  authorizes  the  Secretary 
of  the  Department  of  Housing  and  Urban 
Development  (HUD)  to  designate  not 
more  than  100  zones  based  entirdy  on 
rank  order  of  distress.  The  Secretary  is 
authorized  to  waive  HUD  regulations, 
promote  coordination  and  expedite 
consideration  of  all  HUD  programs 
within  the  designated  zones. 

The  purpose  of  the  program  is  to 
encourage  business  to  invest  in 
distressed  areas,  thereby  creating  jobs 
and  assisting  in  the  economic 
revitalization  of  these  areas. 

EFFECTIVE  DATE:  Under  section  7(o)(3)  of 
the  Department  of  Housing  and  Urban 
Development  Act  (42  U.S.C.  3535(d)), 
this  final  rule  cannot  become  effective 
until  after  the  first  period  of  30  calendar 
days  of  continuous  session  of  Congress 
which  occurs  after  the  date  of  the  rule’s 
publication.  HUD  will  publish  a  notice 
of  the  effective  date  of  this  rule. 

Whether  or  not  the  statutory  waiting 
period  has  expired,  this  rule  will  not 
become  effective  until  HUD’s  separate 
notice  is  published  announcing  a 
specific  effective  date. 

FOR  FURTHER  INFORMATION  CONTACT: 
Michael  T.  Savage,  Deputy  Director, 
Office  of  Block  Grant  Assistance,  Room 
7280,  Department  of  Housing  and  Urban 
Development,  451  Seventh  Street,  SW., 
Washington,  DC  20410,  telephone  (202) 
755-6588.  (This  is  not  a  toll-free 
telephone  number.) 

SUPPLEMENTARY  INFORMATION: 

I.  Background 

Legislation  to  authorize  Enterprise 
Zones  has  been  a  goal  of  the 
Administration  since  its  inception.  Since 
1982,  several  Enterprise  Zone  Bills  have 
been  introduced  on  behalf  of  the 
Administration,  providing  significant  tax 
incentives  as  well  as  the  potential  for 
waiver  of  Federal  regulations. 


In  his  1988  Legislative  Message, 
President  Reagan  stated:  “More  than 
half  of  the  states  have  set  up  their  own 
enterprise  zones,  even  without  Federal 
incentives.  These  zones  have  created 
new  jobs  and  spurred  billions  of  dollars 
in  capital  investment.  Their  success  is 
testimony  to  the  power  of  this  concept 
and  is  just  a  small  indication  of  how 
much  could  be  accomplished  if  Federal 
incentives  were  added  to  those  of  States 
and  localities.  Adding  Federal 
incentives  would  make  existing  zones 
far  more  economically  attractive  and 
successful  and  would  also  encourage 
more  State  and  local  zones. 

Accordingly,  I  am  renewing  my  call  to 
the  Congress  to  take  up  effective 
Federal  Enterprise  Zone  legislation 
which  will  complement  the  State 
Programs.” 

The  Housing  and  Community 
Development  Act  of  1987  included  Title 
VII,  Enterprise  Zone  Development,  as  a 
new  program.  As  required  by  the 
statute,  the  proposed  rule  for  Title  VII 
was  published  for  comments  on  June  3, 
1988.  The  30  day  comment  period  closed 
on  July  5, 1988. 

II.  Comments 

The  Department  received  nineteen 
public  comments  in  response  to  the  June 
3, 1988  proposed  rule.  In  addition,  a 
number  of  telephone  calls  were 
received. 

Several  of  the  commenters  and  callers 
raised  concern  over  the  requirement  of 
UDAC  eligibility  for  the  nominating 
jurisdiction.  Others,  concerned  because 
designation  will  be  based  entirely  on 
rank  order  of  distress,  suggested  that  the 
quality  of  the  Course  of  Action  should 
be  taken  into  consideration  in  making 
the  designation.  Both  of  these 
provisions,  however,  are  so  clearly 
required  by  the  statute  that  there  is  no 
basis  for  interpretation  through 
rulemaking. 

The  Secretary  is  not  authorized  to 
designate  any  zones  which  have  an 
inadequate  Course  of  Action. 
Accordingly,  even  though  the 
designation  will  be  based  on  the  rank 
order  of  distress,  HUD  will  emphasize 
the  necessity  for  development  of  a 
credible  local  strategy  as  reflected  in  the 
Course  of  Action. 

As  suggested  by  one  commenter,  in 
evaluating  the  Course  of  Action,  the  rule 
does  provide  for  consideration  of  the 
past  efforts,  as  reflected  in  state 
enterprise  zone  designation,  as  well  as 
effective  coordination  of  local,  State  and 
Federal  efforts.  (See  §  596.202(C)). 

One  commenter  suggested  that  HUD 
require  that  more  than  four  of  the  core 
elements  in  the  Course  of  Action  be 
required  to  make  the  determination  of 


adequacy.  The  statute  is  clear  that 
meeting  not  less  than  four  of  the  core 
elements  constitutes  an  adequate 
Course  of  Action.  Therefore,  we  see  no 
basis  for  expansion  of  this  provision 
through  rulemaking. 

Several  commenters  suggested  that 
the  measurement  criteria  for  the  poverty 
rate  be  modified  so  that  the  average  of 
all  census  tracts  of  the  nominated  area 
meet  the  poverty  criteria.  The  language 
of  the  statute  is  clear,  however,  that  the 
requirement  applies  to  “*  *  *  the  poverty 
rate  for  each  populous  census  tract  *  *  * 
or  equivalent  county  division”. 
Accordingly,  this  provision  cannot  be 
modified  through  rulemaking. 

One  commenter  questioned  the 
appropriateness  of  the  “special 
assistance”  contemplated  for  HUD 
programs  in  support  of  Enterprise  Zones, 
on  the  theory  that  this  would  detract 
from  the  Enterprise  Zone  "Experiment”. 

HUD  could  play  a  useful  role  in 
encouraging  more  intergovernmental 
cooperation  and  sharing  of  “success” 
models  from  the  different  States  by 
sponsoring  workshops  and  conferences, 
this  commenter  said.  The  Department 
will  continue  its  support  of  such  efforts, 
but  our  focus  will  be  on  support  of  the 
zones  designated  in  accordance  with 
Title  VII. 

Several  commenters  noted  that  the 
Enterprize  Zone  Program  needs  Federal 
tax  incentives  to  maximize  a  positive 
influence  on  businesses  in  the  zone. 
While  having  merit,  the  comment  goes 
well  beyond  the  purview  of  rulemaking 
under  Title  VII. 

One  commenter  noted  that  the  25-year 
designation  period  seems  excessive. 

This  period  is  in  the  statute  and,  in  any 
case,  is  a  maximum.  The  nominating 
jurisdiction  is  free  to  specify  a  shorter 
time  period.  This  commenter  also 
suggested  that  HUD  take  a  leadership 
role  in  coordinating  other  Federal 
activities  in  Enterprise  Zones.  As  a 
practical  matter,  HUD  has  been  working 
actively  with  other  Federal  agencies 
from  whom  we  have  received  significant 
indications  of  support,  and  HUD  will 
continue  this  effort  on  a  zone  by  zone 
basis  following  designation. 

One  State  government  commented 
that  it  was  pleased  with  the  Federal 
government’s  support  of  State  efforts  to 
revitalize  economically  distressed 
communities,  and  welcomes  the 
opportunity  to  join  in  the  nomination 
process. 

Another  State  noted  its  strong  support 
for  the  Federal  enterprise  zone  effort, 
and  raised  a  question  about  the 
population  loss  criterion.  The  State 
pointed  out  that  more  recent  data  to 
demonstrate  population  loss  are 
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available  than  from  the  1980  census. 
However,  the  statute  specifies  1970-1980 
as  the  time  frame  to  which  the 
population  loss  determination  applies. 
Accordingly  this  could  only  be  changed 
by  amending  the  law  and  cannot  be 
addressed  by  rulemaking. 

The  same  commenter  suggested 
designation  of  zones  on  a  semiannual 
basis  over  a  two-year  period,  primarily 
to  enable  States  with  relatively  new 
enterprise  zone  programs  to  compete 
effectively.  The  statute  does  not  require 
that  nominated  areas  be  State  zones,  but 
rather  implies  that  the  basis  for  the  joint 
nomination  process  is  to  assure  State 
support  for  zone  activities.  Nothing 
precludes  States  without  zone  programs 
from  participating.  This  comment  will, 
however,  be  taken  into  consideration 
before  HUD's  publication  of  the  Federal 
Register  Notice  announcing  submission 
period,  deadline  dates  and  number  of 
zones  to  be  designated  in  accordance 
with  §  596.304. 

One  State  is  concerned  because  its 
State  law  does  not  explicitly  authorize 
application  for  Federal  enterprise  zones. 
However  such  explicit  authorization  is 
not  required  by  Title  VII.  The 
requirement  is  only  that  the  State  join  in 
the  nomination  by  providing  support  for 
the  Course  of  Action  and  certifying  the 
eligibility  data.  This  can  be  done,  HUD 
believes,  under  general  governmental 
powers  and  should  not  require  State 
enabling  legislation. 

The  same  commenter  objects  to  rural 
areas  being  ranked  separately.  However 
this  is  specified  in  the  statute  and  there 
is  no  room  for  HUD  interpretation. 

One  commenter  suggested 
clarification  of  the  one-third  rural  set- 
aside  to  say  “*  *  *  100  enterprise  zones, 
at  least  one-third  of  ’  ’  *”  The  rule 
states  that  there  will  be  “not  less  than 
one-third”.  We  think  this  is  clear  and 
have  not  changed  the  language  in  the 
rule. 

Several  commenters  provided 
suggestions  regarding  waiver  of  HUD 
regulations  and  coordination  of  HUD 
programs.  Except  for  subject  matter 
which  is  required  by  statute  (and 
therefore  cannot  be  waived)  the 
provisions  of  this  rule  are  broad  enough 
to  cover  all  of  the  possibilities  that  have 
been  raised.  These  suggestions  will  be 
very  helpful  to  the  department  in 
preparing  for  coordination  of  HUD 
programs  in  zones  following 
designation. 

One  commenter  misunderstood  the 
requirement  for  UDAG  eligibility  for  the 
jurisdiction.  If  UDAG  eligibility  is  based 
on  a  “pocket  of  poverty"  designation, 
the  proposed  zone  could  be  in  or 
adjacent  to  the  “pocket  of  poverty"  area, 


as  long  as  the  zone  eligibility  criteria  are 
met. 

The  same  commenter  suggested 
Regional  allocations  of  zones,  to  attempt 
to  achieve  a  geographic  dispersion. 

Again,  the  statute  is  clear  that  the 
designations  will  be  based  solely  on 
rank  order  of  distress,  and  accordingly, 
this  suggestion  cannot  be  adopted. 

Another  commenter  suggested  that  the 
same  distress  criteria  be  applied  to  both 
the  urban  and  rural  zones — specifically, 
that  zones  in  each  category  be  required 
to  meet  only  one  of  the  four  distress 
criteria  to  demonstrate  eligibility 
(unemployment,  poverty,  income  level, 
population  loss).  The  law  specifies  that 
urban  areas  must  meet  the  poverty  and 
unemployment  test,  and  must  satisfy 
one  of  the  other  two  criteria. 

Accordingly,  this  suggestion  cannot  be 
adopted. 

Another  commenter  was  concerned 
that  rural  areas  in  the  State  could  not 
meet  the  1.5  unemployment  rate  and 
therefore  could  not  be  eligible.  This 
comment  reflects  a  misunderstanding  of 
the  eligibility  criteria  for  rural  areas. 

Only  one  of  the  four  criteria 
(unemployment,  poverty,  income  level, 
or  population  loss)  must  be  met  for  a 
rural  area  to  be  eligible. 

One  commenter  suggested  that,  with 
regard  to  Indian  Tribes,  the  definition  of 
“Reservation”  should  be  changed  to  add 
“off  reservation  lands”  held  in  trust  by 
the  Secretary  of  Interior.  Since  the 
statute  uses  the  term  “Reservation” 
there  is  no  basis  for  changing  the 
reference  in  the  rule. 

The  same  commenter  was  concerned 
about  the  requirement  for  a  “continuous 
boundary”  for  an  Enterprise  Zone  on  an 
Indian  Reservation,  Even  if  a  particular 
reservation  does  not  possess  a 
continuous  boundary,  an  Enterprise 
Zone  may  be  so  constructed  that  it  does 
present  such  a  boundary  and  hence  may 
qualify  for  designation. 

The  suggestion  was  made  by  this 
commenter  that  HUD  use  data  from  the 
Department  of  Interior  to  compile  the 
employment  statistics  to  be  used  to  rate 
nominated  areas  on  Indian 
Reservations.  The  regulation  currently 
states  in  §  596.101(d)(1)  that 
"unemployment  will  be  based  upon 
decennial  census  data  adjusted  by  the 
most  recently  available  annual  average 
unemployment  estimates,  from  the 
Bureau  of  Labor  Statistics  for  the 
smallest  jurisdiction  which  includes  the 
nominated  area.”  We  have  checked  with 
the  Bureau  of  Indian  Affairs  concerning 
the  data  available  on  unemployment  on 
Indian  Reservations  and  found  that  the 
data  is  inconsistent  in  quality  for 
different  Reservations.  In  addition,  the 
methodology  used  to  derive  the  data  is 


not  standard  and  is  not  consistent  with 
that  for  other  areas  nationwide.  The 
estimates  of  the  Bureau  of  Labor 
Statistics  (BLS)  of  the  U  S.  Department 
of  Labor  are  the  only  labor  force  and 
unemployment  data  for  all  nationwide 
areas  derived  using  a  uniform  standard 
methodology.  Since  nominated  areas 
must  compete  with  each  other  for 
designation  on  the  basis  of  these  and 
other  criteria  specified  in  the  legislation, 
the  Department  considers  it  to  be 
especially  important  to  use  data  which 
is  available  nationwide  and  is  derived 
using  a  standard  methodology. 

Therefore,  HUD  has  decided  not  to 
change  this  provision  of  the  regulation. 

Another  issue  raised  by  this 
commenter  is  that  of  UDAG  eligibility 
for  Indian  Reservations,  particularly  the 
problem  caused  by  the  fact  that  those 
Tribes  which  never  received  revenue 
sharing  are  ineligible  for  the  UDAG 
program. 

Section  701(c)(3)(B)  of  the  Housing 
and  Community  Development  Act  of 
1987  provides  that  an  area  eligible  for 
nomination  must  be  "located  wholly 
within  the  jurisdiction  of  a  local 
government  eligible  for  assistance  under 
section  119  of  the  Housing  and 
Community  Development  Act  of  1974." 
(section  119  of  the  Housing  and 
Community  Development  Act  of  1974  is 
the  UDAG  enabling  legislation).  All 
nominated  areas  are  subject  to  this 
requirement  including  nominated  areas 
on  Indian  Reservations.  In  addition,  in 
determining  UDAG  eligibility  with 
regard  to  Indian  Tribes,  the  Department 
is  constrained  by  section  14001  (b)(6)  of 
the  Consolidated  Omnibus 
Reconciliation  Act  of  1985  (Pub.  L.  99- 
272),  which  provides  that  section  119 
(n)(2)  of  the  Housing  and  Community 
Development  Act  of  1974  (the  section  of 
the  UDAG  enabling  legislation 
concerning  Indian  Tribes)  is  amended  to 
state  that  an  eligible  applicant  “was  an 
eligible  recipient  under  Chapter  67  of 
title  31,  U.S.  Code  (General  Revenue 
Sharing)  prior  to  the  repeal  of  such 
Chapter.” 

The  same  commenter  suggested  that 
the  regulation  should  be  clarified  to 
permit  joint  nominations  by  Tribes  and 
State  or  local  government.  This  is 
already  provided  for  in  the  rule,  (see 
§  596.200(a)). 

Two  commenters  were  concerned  that 
the  reference  to  “program  setasides” 
referred  to  preference  for  minority 
businesses  in  contracting.  In  the  Context 
of  Subpart  G — Coordination  of  Housing 
and  Urban  Development  Programs, 
“program  setasides"  is  given  as  an 
example  of  one  form  of  special 
assistance,  and  refers  to  an  allocation  of 
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program  funds  specifically  for  Enterprise 
Zones,  and  does  not  refer  to  the 
contracting  process. 

Crime  problems  and  the  homeless 
population  should  be  considered  as 
evidence  of  general  distress,  one 
commenter  suggested.  The  regulation 
states  that  “general  distress  shall  be 
evidenced  by  describing  conditions  of 
distress  existing  within  the 
area  *  *  *  such  as  abandoned  housing, 
infrastructure  deficiencies,  or  other 
appropriate  indicators  of  conditions  of 
general  distress.  HUD  agrees  these 
might  be  “appropriate  indicators  of 
conditions  of  general  distress"  for  some 
localities. 

One  commenter  suggested  that  size  of 
communities  be  a  basis  for  allocating 
zones,  i.e.  small  SMSA,  large  SMSA,  and 
Non-SMSA.  However,  the  statute 
provides  only  for  the  one-third  rural 
setaside.  Accordingly,  there  is  no  basis 
for  additional  allocation  requirements 
through  rulemaking. 

III.  Addition  to  Final  Rule 

In  the  proposed  rule,  §  596.400 
Monitoring,  was  reserved.  Following 
discussions  within  the  Department,  the 
following  section  now  is  being  included 
in  the  final  rule: 

Section  596.400  Monitoring 

HUD’s  role  in  monitoring  Enterprise 
Zone  activity  will  be  kept  to  the 
minimum  necessary  to  determine 
compliance  with  the  State  and  local 
commitments  made  in  accordance  with 
§  596.200(4)  or  (for  an  Indian 
Reserv  ation)  the  assurance  required  by 
§  596.204(b).  Monitoring  will  be  carried 
out  in  conjunction  with  ongoing  CPD 
activities  in  the  community,  e.g.,  CDBG 
monitoring  visits. 

The  rationale  for  this  approach  is  that 
since  the  Secretary  is  authorized  to 
revoke  an  Enterprise  Designation 
(i  596.401),  a  process  must  be  in  place  to 
determine  whether  conditions  exist  that 
would  trigger  revocation.  At  the  same 
time,  the  Department  does  not  want  to 
place  an  undue  burden  on  either  the 
HUD  field  office  or  on  Enterprise  Zone 
designees. 

IV.  Other  Matters 

A  Finding  of  No  Significant  Impact 
with  respect  to  the  environment  has 
been  made  in  accordance  with  HUD 
regulations  in  24  CFR  Part  50,  which 
implement  section  102(2)(C)  of  the 
National  Environmental  Policy  Act  of 
1969,  42  U.S.C.  4332.  The  Finding  of  No 
Significant  Impact  is  available  for  public 
inspection  and  copying  during  regular 
business  hours  in  the  Office  of  the  Rules 
Docket  Clerk,  Room  10278,  451  Seventh 
Street,  SW.,  Washington,  DC  20410. 


This  rule  does  not  constitute  a  “major 
rule”  as  that  term  is  defined  in  section 
1(b)  of  the  Executive  Order  on  Federal 
Regulation  issued  by  the  President  on 
February  17, 1981.  Analysis  of  the  rule 
indicated  that  it  does  not:  (1)  Have  an 
annual  effect  on  the  economy  of  $100 
million  or  more;  (2)  cause  a  major 
increase  in  costs  or  prices  for 
consumers,  individual  industries, 

Federal,  State  or  local  government 
agencies,  or  geographic  regions;  or  (3) 
have  a  significant  adverse  effect  on 
competition,  employment,  investment, 
productivity,  innovations,  or  the  ability 
of  United  States-based  enterprises  to 
compete  with  foreign-based  enterprises 
in  domestic  export  markets.  If  Congress 
passes  tax  legislation  to  augment  the 
authority  under  which  this  rule  is 
promulgated,  the  implementing  rule  for 
such  legislation  would  constitute  a 
major  economic  impact  and  the 
Department  would  prepare  a  Regulatory 
Impact  Analysis  at  that  time. 

The  information  collection 
requirements  contained  in  Part  596  of 
this  rule  have  been  submitted  to  the 
Office  of  Management  and  Budget  for 
review  under  the  Paperwork  Reduction 
Act.  No  person  may  be  subjected  to 
penalty  for  failure  to  comply  with  the 
information  collection  requirements 
contained  in  Part  596  until  they  have 
been  approved  and  assigned  an  OMB 
control  number.  The  OMB  control 
number,  when  assigned,  will  be 
announced  in  the  Federal  Register. 

Under  5  U.S.C.  605(b)  (the  Regulatory 
Flexibility  Act),  the  Undersigned  hereby 
certifies  that  this  rule  does  not  have  a 
significant  economic  impact  on  a 
substantial  number  of  small  entities. 
While  the  Enterprise  Zone  Program  will 
permit  small  entities  to  apply  for 
designation  and  to  benefit  from  their 
participation  in  the  program,  the  impact 
on  these  entities  is  a  function  of  the 
operation  of  Title  VII  of  the  Housing  and 
Community  Development  Act  of  1987, 
and  is  not  caused  by  the  rulemaking, 
which  merely  provides  the  machinery 
for  designations  of  zones  under  the 
statutory  criteria. 

This  rule  is  not  listed  in  the 
Department’s  semiannual  agenda  of 
regulations  published  on  April  25, 1988 
(53  FR  13854),  under  Executive  Order 
12291  and  the  Regulatory  Flexibility  Act 
at  49  FR  15960. 

A  catalog  of  Federal  Domestic  Assistance 
Program  number  for  the  Enterprise  Zone 
Development  Program  is  14.233. 

List  of  Subjects  in  24  CFR  Part  596 

Enterprise  zones,  Economic 
development,  Housing  and  urban 
development,  Community  development. 


Accordingly,  the  Department  adds  a 
new  24  CFR  Part  596,  as  follows: 

PART  596— ENTERPRISE  ZONE 
DEVELOPMENT 

Subpart  A— General  Provisions 

Sec. 

596.1  Applicability  and  scope. 

596.2  Objective  and  purpose. 

596.3  Definitions. 

596.4  Secretarial  review  and  enterprise  zone 
designation. 

596.5  Waivers. 

596.6  Consultation  with  other  federal 
agencies. 

Subpart  B— Area  Requirements 

596.100  General. 

596.101  Eligibility  requirements. 

Subpart  C— State  and  Local  Government 
Actions 

596.200  Nominations  by  State  and  local 
governments. 

596.201  Nomination  of  Indian  reservations. 

596.202  Course  of  action. 

Subpart  D— Zone  Designation  Process 

596.300  Nomination  for  designation  of  an 
enterprise  zone. 

596.301  HUD  action  and  review  of 
nominations  for  zone  designation. 

596.302  Selection  factors  for  designation  of 
nominated  zones. 

596.303  Zone  designation  in  rural  areas. 

596.304  Number  of  zones  designated. 

Subpart  E— Post  Zone  Designation 

596.400  Monitoring. 

596.401  Revocation  of  enterprise  zone 
designation. 

596.402  Evaluation  and  reporting. 

Subpart  F— Waiver  or  Modification  of  Rules 

596.500  Requests  for  waivers  or 
modifications. 

596.501  Waiver  or  modification  of  HUD 
rules  in  enterprise  zones. 

Subpart  G— Coordination  of  Housing  and 
Urban  Development  Programs 

596.600  Coordination  of  HUD  programs. 

Authority:  Title  VII,  Housing  and 
Community  Development  Act  of  1987  (42 
U.S.C.  11501-11505);  Sec.  7(d),  Department  of 
Housing  and  Urban  Development  Act  (42 
U.S.C.  3535(d)). 

Subpart  A— General  Provisions 
§  596.1  Applicability  and  scope. 

(a)  This  part  covers  policies  and 
procedures  applicable  to  enterprise 
zones  authorized  under  Title  VII  of  the 
Housing  and  Urban  Development  Act  of 
1987,  (Pub.  L.  100-242,  approved 
February  5, 1988). 

(b)  This  part  includes  provisions 
relating  to  area  requirements,  the 
process  of  nomination  of  enterprise 
zones  and  the  designation  of  enterprise 
zones  by  HUD. 
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§  596.2  Objective  and  purpose. 

The  purpose  of  this  part  is  to  provide 
for  the  establishment  of  enterprise  zones 
in  order  to  stimulate  the  creation  of  new 
jobs,  particularly  for  disadvantaged 
workers  and  long-term  unemployed 
individuals,  and  to  promote 
revitalization  of  economically  distressed 
areas  primarily  by  providing  or 
encouraging: 

(a)  Tax  incentives  at  the  State  and 
local  levels; 

(b)  Specific  actions  to  reduce,  remove, 
simplify,  or  streamline  governmental 
requirements  at  the  Federal,  State,  and 
local  levels;  and 

(c)  Improved  local  services  and  an 
increase  in  the  economic  stake  of 
enterprise  zone  residents  in  their  own 
community  and  in  its  development, 
particularly  through  the  increased 
involvement  of  private,  local,  and 
neighborhood  organizations. 

§  596.3  Definitions. 

The  following  definitions  apply  to  this 
Part: 

Act  means  Title  VII  of  the  Housing 
and  Community  Development  Act  of 
1987  [Pub.  L  100-242,  approved 
February  5, 1988). 

Course  of  Action  means  a  strategy 
developed  and  agreed  to  by  the 
appropriate  State  and  local  governments 
to  reduce  the  various  burdens  borna  by 
employers  and  employees  in  f,n  area 
determined  to  meet  the  eligibility 
requirements  of  the  statute.  The  course 
of  action  must  include  four  out  of  six 
provisions  identified  in  §  596.202(b),  and 
must  include  written  comments  from  the 
local  government  and  State  in  which  the 
nominated  area  is  located  that  they  will 
follow  the  course  of  action. 

Designated  enterprise  zone  means  an 
area  which  has  been  designated  by  the 
Secretary  as  an  enterprise  zone  and 
within  which  the  provisions  of  section 
703,  704,  and  705  of  the  Act  will  apply. 

HUD  means  the  United  States 
Department  of  Housing  and  Urban 
Development. 

Indian  reservation  means  an  area 
determined  to  be  a  reservation  by  the 
Secretary  of  the  Interior.  As  with  the 
UDAG  program,  for  the  purposes  of  the 
Enterprise  Zones  program,  the  term 
“Indian  reservation”  will  include  former 
Indian  reservations  in  Oklahoma,  as 
determined  by  the  Secretary  of  the 
Interior. 

Indian  tribal  government  means  the 
governing  body  of  any  tribe,  band, 
community,  village,  or  group  of  Indians, 
or  Alaska  Natives  which  is  determined 
by  the  Secretary,  after  consultation  with 
the  Secretary  of  the  Interior,  to  exercise 
substantial  governmental  functions. 


Local  government  means  any  county, 
city,  town,  township,  parish,  village,  the 
District  of  Columbia,  or  other  general 
purpose  political  subdivision  of  a  State, 
or  combination  thereof,  which  is  an 
eligible  applicant  for  assistance  under 
the  Urban  Development  Action  Grant 
program  under  24  CFR  570.451(e). 

Metropolitan  Statistical  Area  is  an 
area  designated  by  the  Office  of 
Management  and  Budget  as  a 
freestanding  Metropolitan  Statistical 
Area  or  a  Primary  Metropolitan 
Statistical  Area,  where  both  primary 
and  consolidated  Metropolitan 
Statistical  Areas  exist. 

Nominated  enterprise  zone  means  an 
area  which  has  been  nominated  by  a 
State  and  by  a  unit  or  units  of  local 
government  for  designation  as  an 
enterprise  zone. 

Rural  area  means  either: 

(a)  An  area  located  within  the 
jurisdiction  of  a  unit  or  units  of  local 
government  with  a  population  of  less 
than  50,000  and  which  is  wholly  located 
outside  of  a  Metropolitan  Statistical 
Area;  or 

(b)  An  area  located  within  the 
jurisdiction  of  a  unit  or  units  of  local 
government  not  meeting  the  criteria  of 
paragraph  (a)  of  this  Section  which  is 
determined  by  the  Secretary,  after 
consultation  with  the  Secretary  of 
Commerce,  to  be  a  rural  area. 

Secretary  means  the  Secretary  of 
Housing  and  Urban  Development. 

State  means  any  State  of  the  United 
States  and  the  District  of  Columbia, 
Puerto  Rico,  the  Virgin  Islands,  Guam, 
American  Samoa,  the  Northern  Mariana 
Islands,  and  any  other  of  the 
possessions  of  the  United  States. 

§  596.4  Secretarial  review  and  enterprise 
zone  designation. 

(a)  Review  and  Designation.  The 
Secretary  of  Housing  and  Urban 
Development  will  review  nominations 
submitted  by  State  and  local 
governments  to  determine  the  adequacy 
of  courses  of  action  submitted  in 
accordance  with  the  requirements  of  the 
Act.  The  Secretary  will  designate  a 
maximum  of  100  enterprise  zones.  The 
designations  shall  be  based  entirely 
upon  the  rank  order  of  distress,  except 
that  the  Secretary  will  not  designate  a 
zone  if  it  is  determined  to  have  an 
inadequate  course  of  action. 

(b)  Rural  Set  Aside.  Of  the  areas 
designated  by  the  Secretary  pursuant  to 
paragraph  (a),  at  least  one-third  shall  be 
located  in  rural  areas. 

(c)  Period  of  Designation.  The 
designation  of  an  area  as  an  enterprise 
zone  shall  remain  in  full  effect  during 
the  period  beginning  in  the  effective 


date  of  designation  by  the  Secretary  and 
ending  on  the  earliest  of: 

(1)  December  31  of  the  24lh  year  after 
such  date; 

(2)  The  date  designated  by  the  State 
and  local  governments  as  set  forth  in 
their  nomination;  or 

(3)  The  date  the  Secretary  revokes  the 
designation  of  the  zone  pursuant  to 

§  596.401. 

§596.5  Waivers. 

The  Secretary  may  waive  any 
requirement  of  this  Part  not  required  by 
statute  when  it  is  determined  that  the 
applies  Hon  of  the  requirement  would 
adversely  affect  the  purposes  of  the  Act. 

§  596.6  Consultation  with  other  federal 
agencies. 

The  Secretary  will  consult  with  other 
Federal  agencies  regarding  enterprise 
zones  as  follows: 

(a)  Data.  The  Secretary  will  consult 
with  the  Director  of  the  Bureau  of  the 
Census  or  the  Commissioner  of  the 
Bureau  of  Labor  Statistics,  as 
appropriate,  with  regard  to  the  data 
required  for  determinations  of  eligibility 
of  areas  nominated  as  enterprise  zones 
under  this  Part. 

(b)  Designation  Process.  Before  the 
designation  of  nominated  enterprise 
zones  by  the  Secretary,  the  Secretary 
will  consult  with  the  Secretaries  of 
Agriculture,  Commerce,  Labor,  and  the 
Treasury,  the  Director  of  the  Office  of 
Management  and  Budget;  and  the 
Administrator  of  the  Small  Business 
Administration. 

(c)  Indian  Reservations.  The  Secretary 
will  consult  with  the  Secretary  of  the 
Interior  regarding  the  designation  of 
nominated  enterprise  zones  located 
within  Indian  reservations. 

(d)  Regulatory  Waivers.  The 
Secretary  may  consult  with  other 
Federal  agencies,  as  appropriate, 
regarding  requests  for  waivers  and 
modifications  submitted  to  HUD  or  to 
such  other  agencies  under  §  596.500. 

Subpart  B— Area  Requirements 

§596.100  General. 

(a)  Eligibility.  An  area  is  eligible  for 
nomination  by  a  State  and  one  or  more 
local  governments,  and  for  designation 
under  the  requirements  of  this  Part  if  the 
area: 

(1)  Meets  the  population  and 
boundary  tests  set  forth  in  §  596.101(a); 

(2)  Is  located  wholly  within  the 
jurisdiction  of  one  or  more  units  of  local 
government  which  meet  the 
requirements  for  Federal  assistance 
under  section  119  of  the  Housing  and 
Community  Development  Act  of  1974; 
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(3)  Meets  the  tests  of  pervasive 
poverty,  unemployment,  and  general 
distress  set  forth  in  §  596.101(c); 

(4)  Meets  the  additional  tests  of 
unemployment,  poverty,  and  low  income 
or  population  loss  in  §  596.101(d);  and 

(5)  Contains  no  portion  of  an  area 
which  is  included  either  in  an  area 
previously  designated  as  a  federal 
enterprise  zone  under  this  Part  or  as 
part  of  another  area  nominated  for 
designation  as  a  federal  enterprise  zone. 

(b)  Data  usage  for  eligibility 
determinations.  The  tests  of  population 
and  distress  set  forth  in  §  596.101  are  to 
be  computed  based  on  data  from  the 
Bureau  of  Census  and  from  the  Bureau 
of  Labor  Statistics.  The  data  shall  be 
comparable  as  to  point  or  period  of  time 
and  as  to  methodology.  Appropriate 
data  will  be  identified  by  a  Notice 
published  in  the  Federal  Register. 

(c)  Usage  of  statistical  area 
boundaries.  While  the  boundary  of  an 
enterprise  zone  does  not  have  to 
coincide  with  the  boundaries  of  census 
statistical  areas,  the  eligibility 
requirements  set  forth  in  §  596.101  will 
be  computed  using  the  lowest  level  of 
census  statistical  areas  for  which 
appropriate  census  data  are  available 
and  which  can  reliably  be  used  to 
perform  the  tests.  The  various  tests 
describe  the  appropriate  level  of  census 
statistical  areas  for  making  the 
determination  regarding  each  test  (i.e., 
tract,  block  group,  block,  minor  civil 
divisions,  or  enumeration  district).  The 
census  statistical  areas  must  be  the 
smallest  group  to  entirely  contain  the 
nominated  zone. 

§596.101  Eligibility  requirements. 

To  be  eligible  for  nomination  and 
designation  as  an  enterprise  zone,  an 
area  must  meet  each  of  the  following 
cntbiia. 

(a)  Population  and  physical  location. 
The  area  must: 

(1)  Be  located  in  its  entirety  within  the 
jurisdiction  of  the  unit  or  units  of  local 
government  nominating  the  area; 

(2)  Have  a  continuous  boundary; 

(3)  Have  a  population  of  at  least  4,000, 
unless: 

(i)  It  is  located  in  a  rural  area,  in 
which  case  it  must  have  a  population  of 
at  least  1,000;  or 

(ii)  It  is  located  on  an  Indian 
reservation,  in  which  case  there  is  no 
minimum  population  requirement. 

No  maximum  population  size  or 
geographic  size  is  stipulated  for  an 
enterprise  zone  because  HUD  does  not 
want  to  limit  the  flexibility  of  local 
governments  and  states  in  defining  the 
zones  to  meet  local  goals  for  stimulating 
economic  development. 


(b)  Meeting  the  requirement  for 
federal  assistance  under  the  Urban 
Development  Action  Grant  program. 
Eligibility  for  designation  of  an 
enterprise  zone  under  this  part  is  limited 
to  areas  located  within  the  jurisdiction 
of  one  or  more  units  of  local  government 
eligible  for  assistance  under  the  Urban 
Development  Action  Grant  (UDAG) 
program.  The  jurisdiction  must  be 
identified  to  meet  the  minimum  distress 
tests  or  meet  the  requirements  for 
pocket  of  poverty  based  on  designations 
considered  current  for  the  purpose  of 
enterprise  zone  eligibility.  Local 
governments  must  have  been 
determined  eligible  by  HUD  to 
participate  in  the  UDAG  program  under 
24  CFR  570.453  or  570.466(a),  and 
eligibility  has  not  been  subsequently 
withdrawn  by  HUD.  Nominations  from 
local  governments  that  do  not  meet  this 
requirement  will  not  be  accepted  for 
processing  by  HUD. 

(c)  Pervasive  poverty,  unemployment, 
and  general  distress.  An  area  must 
evidence  conditions  of  pervasive 
poverty,  unemployment,  and  general 
distress. 

(1)  Pervasive  poverty  and 
unemployment.  The  conditions  of 
poverty  must  be  reasonably  distributed 
throughout  the  entire  area.  The  poverty 
rate  shall  be  described  by  citing 
nationally  and  locally  available 
statistics  on  poverty.  The  unemployment 
situation  shall  be  demonstrated  through 
provision  of  information  on  job  loss, 
plant  closing,  or  other  unemployment 
indicators  which  have  affected  the  area. 

(2)  General  distress.  The  area  must  be 
an  area  of  general  distress.  General 
distress  shall  be  evidenced  by 
describing  conditions  of  distress  existing 
within  the  area,  other  than  those  of 
poverty  and  unemployment,  such  as 
abandoned  housing,  infrastructure 
deficiencies,  or  other  appropriate 
indicators  of  conditions  of  general 
distress. 

(d)  Tests  for  unemployment,  poverty, 
low  income,  or  population  loss.  A 
nominated  enterprise  zone  in  an  urban 
area  must  meet  the  requirements  of 
unemployment  and  poverty,  and  either 
low  income  or  population  loss.  The  data 
used  to  make  tests  will  be  expressed  to 
the  nearest  tenth  of  a  percent.  The 
criteria  are  as  follow: 

(1)  Unemployment.  The 
unemployment  rate  for  the  smallest 
number  of  block  groups  or  enumeration 
districts  which  entirely  contain  the 
nominated  enterprise  zone  must  be  at 
least  one  and  one  half  times  the  national 
rate  for  the  same  period.  Unemployment 
for  this  purpose  will  be  basad  upon 
decennial  census  data  adjusted  by  the 
most  recently  available  annual  average 


unemployment  estimates  from  the 
Bureau  of  Labor  Statistics  for  the 
smallest  jurisdiction  which  includes  the 
nominated  zone.  The  adjustment  shall 
be  made  by  multiplying  the  decennial 
unemployment  and  employment  data  by 
the  ratio  of  the  latest  annual  average 
unemployment  estimate  over  the 
decennial  year  estimate. 

(2)  Poverty.  The  poverty  rate  for  each 
census  tract  that  contains  any  part  of 
the  nominated  enterprise  zone  must  be 
at  least  20  percent  under  the  most  recent 
available  census  data.  If  census  tracts 
are  not  defined,  evidence  of  the  20 
percent  rate  of  poverty  is  required  at  the 
equivalent  county  division  as  defined  by 
the  Bureau  of  the  Census  for  the  purpose 
of  defining  poverty  areas.  The  poverty 
rate  will  be  determined  using  the 
estimated  number  of  persons  in  families 
or  as  unrelated  individuals  who  had 
incomes  below  the  poverty  thresholds 
for  the  decennial  census.  Census  tracts 
(or  other  comparable  areas)  containing 
fewer  than  100  persons  as  of  the 
decennial  census  will  not  be  tested 
under  §  596.101  (c)(1)  and  (d)(2); 

(3)  Low  income.  For  the  smallest 
number  of  block  groups  or  enumeration 
districts  which  entirely  contain  the 
nominated  enterprise  zone,  at  least  70 
percent  of  the  households  must  be 
below  80  percent  of  the  median 
household  income  for  the  local 
govemment(s).  The  percent  of  household 
below  80  percent  of  median  income  is 
interpolated  using  decennial  census 
tables  which  show  the  number  of 
households  in  various  income  intervals. 
In  the  case  of  a  joint  application,  each 
part  of  the  zone  must  meet  the  80 
percent  of  median  income  criterion  for 
its  jurisdiction;  or, 

(4)  Population  loss.  There  must  be  at 
least  a  20  percent  population  loss  from 
1970  to  1980.  The  1970  population  will  be 
based  on  the  smallest  group  of  census 
areas  for  which  data  are  available  and 
which  entirely  contain  the  zone.  The 
1980  data  will  be  based  on  the  smallest 
group  of  census  areas  which  entirely 
contain  the  1970  areas. 

(e)  Eligibility  requirements  for  rural 
areas.  A  nominated  area  that  is  a  rural 
area  as  defined  by  these  regulations 
must  meet  the  requirements  of 
paragraphs  (a),  (b)  and  (c)  of  this  section 
and  at  least  one  of  the  criteria  set  forth 
in  paragraph  (d). 

Subpart  C— State  and  Local 
Government  Actions 

§  596.200  Nominations  by  State  and  local 
governments. 

A  State  and  local  government  may 
nominate  an  area  which  is  located 
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wholly  within  the  jurisdiction  of  the 
local  government  and  which  meets  the 
nomination  criteria  set  forth  in 
paragraph  (b)  of  this  section  for 
designation  as  an  enterprise  zone. 

(a)  Nominations  involving  more  than 
one  unit  of  local  government.  Two  or 
more  units  of  local  government  jointly 
may  nominate,  in  conjunction  with  the 
State,  areas  that  meet  the  nomination 
criteria  set  forth  in  paragraph  (b)  for 
designation  as  an  enterprise  zone. 

(b)  Nomination  criteria.  A  nomination 
must  comply  with  each  of  the  following 
requirements: 

(1)  The  area  must  meet  the  eligibility 
requirements  set  forth  in  §  596.100(a). 

(2)  The  State  and  local  government,  or 
governments  in  which  the  area  is 
located  must  have  the  legal  authority  to 
nominate  the  area  for  zone  designation 
and  to  carry  out  the  course  of  action  in 
accordance  with  §  596.202. 

(3)  All  requirements  of  State  and  local 
law  for  the  nomination  must  have  been 
fulfilled. 

(4)  The  State  and  local  government  or, 
in  the  case  of  joint  nominations,  each 
local  government,  must  agree  in  writing 
to  the  specific  provisions  of  the  course 
of  action  to  be  carried  out  by  each 
governmental  entity,  and  must  provide 
assurances  that  the  commitments  set 
forth  in  the  course  of  action  will  be 
carried  out  during  the  period  specified  in 
the  course  of  action. 

§  596.201  Nomination  of  Indian 
reservations. 

(a)  In  the  case  of  an  Indian 
reservation,  the  governing  body  of  the 
reservation  may  nominate  areas  located 
within  the  jurisdiction  of  the  Indian 
reservation. 

(b)  The  governing  body  of  the 
reservation  shall  be  deemed,  for 
purposes  of  this  part,  to  be  both  the 
State  and  local  government  for  the 
reservation,  and  shall  be  responsible  for 
meeting  the  requirements  of  §  596.200(b). 

§  596.202  Course  of  action. 

The  State  and  local  government  shall 
develop  a  course  of  action  designed  to 
reduce  the  various  burdens  borne  by 
employers  or  employees  in  the 
nominated  area  and  to  promote 
community  revitalization,  as  follows: 

(a)  Implementation.  A  course  of  action 
may  be  implemented  by  the  local 
government  or  by  the  State  nominating 
an  area  for  designation  (or  both),  and  by 
nongovernmental  entities.  A  course  of 
action  may  be  funded  from  the  proceeds 
of  any  Federal  assistance  program  as 
well  as  from  State,  local,  or  private 
resources. 

(b)  Elements  of  Course  of  action.  A 
course  of  action  must  include,  but  is  not 
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limited  to,  four  of  the  following  six 
elements: 

(1)  A  reduction  of  tax  rates,  fees,  or 
user  charges  applying  within  the 
enterprise  zone; 

(2)  An  increase  in  the  level  or 
efficiency  of  public  services  within  the 
enterprise  zone; 

(3)  Actions  to  reduce,  remove, 
simplify,  or  streamline  paperwork 
requirements  within  the  enterprise  zone; 

(4)  Involvement  of  public  authorities 
or  private  entities,  organizations, 
neighborhood  associations,  and 
community  groups,  particularly  those 
within  the  nominated  area,  including  a 
written  commitment  to  provide 
employers,  employees  and  residents  of 
the  nominated  area: 

(i)  Jobs  and  job  training; 

(ii)  Technical  assistance; 

(iii)  Financial  assistance;  and 

(iv)  Other  assistance. 

(5)  The  giving  of  special  contract 
preference  to  businesses  owned  and 
operated  by  members  of  any  minority; 
and 

(6)  The  gift  (or  sale  at  below  fair 
market  value)  of  surplus  land  in  the 
enterprise  zone  to  neighborhood 
organizations  agreeing  to  operate  a 
business  on  the  land. 

(c)  Recognition  of  past  efforts.  In 
evaluating  courses  of  action  agreed  to 
by  any  State  or  local  government,  the 
Secretary  will  take  into  account  the  past 
efforts  of  a  State  or  local  government  in 
reducing  the  various  burdens  borne  by 
employers  and  employees  in  the  area 
involved. 

(d)  Prohibition  of  assistance  for 
business  relocations. 

(1)  The  course  of  action  may  not 
include  any  action  to  assist: 

(1)  The  relocation  of  any 
establishment;  or 

(ii)  Any  subcontractor  whose  purpose 
is  to  divest,  or  whose  economic  success 
is  dependent  upon  divesting,  any  other 
contractor  or  subcontractor  of  a  contract 
customarily  performed  by  such  other 
contractor  or  subcontractor. 

(2)  This  limitation  does  not  apply  to 
the  expansion  of  an  existing  business 
entity  through  the  establishment  of  a 
new  branch,  affiliate,  or  subsidiary 
where: 

(i)  The  establishment  of  the  new 
branch,  affiliate,  or  subsidiary  will  not 
result  in  an  increase  in  unemployment  in 
the  area  of  original  location  or  in  any 
other  area  where  the  existing  business 
entity  conducts  business  operation;  and 

(ii)  There  is  no  reason  to  believe  that 
the  new  branch,  affiliate,  or  subsidiary 
is  being  established  with  the  intention  of 
closing  down  the  operations  of  the 
existing  business  entity  in  the  area  of  its 


original  location  or  in  any  other  areas 
where  the  existing  business  entity 
conducts  business  operations. 

Subpart  D— Zone  Designation 
Process 

§  596.300  Nomination  for  designation  of 
an  enterprise  zone. 

A  separate  Nomination  for 
Designation  of  an  Enterprise  Zone  must 
be  submitted  for  each  area  for  which 
enterprise  zone  designation  is  requested. 
The  Nomination  for  Designation  of  an 
Enterprise  Zone  must  be  submitted  in  a 
form  prescribed  by  HUD,  and  must 
consist  of  complete  and  accurate 
information.  The  Nomination  for 
Designation  of  an  Enterprise  Zone  shall 
contain: 

(a)  Eligibility  information. 

Information  necessary  to  determine 
whether  the  area  meets  the  eligibility 
requirements  of  §  596.101(a); 

(b)  State  and  local  government 
certifications.  The  nomination 
Certifications  by  the  State  and  by  each 
unit  of  local  government  in  which  the 
designated  zone  is  located  that: 

(1)  Each  unit  of  local  government 
meets  each  of  the  eligibility  criteria  set 
forth  in  §  596.101  (a)  and  (b); 

(2)  The  area  meets  the  population  and 
boundary  tests  of  §  596.101(a); 

(3)  The  area  is  one  of  poverty, 
unemployment,  and  general  distress  and 
that  the  conditions  are  pervasive 
throughout  the  area  as  required  by 

§  596.101(c); 

(4)  The  area  meets  the  tests  of 
unemployment,  poverty,  low  income  or 
loss  of  population,  set  out  in 

§  596.101(d);  and 

(5)  The  area  contains  no  portion  of  an 
area  that  is  either  already  designated  as 
an  enterprise  zone  under  this  part  or  is 
otherwise  included  in  any  other  area 
nominated  for  designation  as  an 
enterprise  zone  under  this  part; 

(6)  Each  governmental  entity  has  the 
authority,  with  respect  to  the  nominated 
area,  to: 

(i)  Nominate  the  area  for  designation 
as  an  enterprise  zone; 

(ii)  Make  the  State  and  local 
commitments  required  under 

§  596.200(b)(4);  and 

(iii)  Provide  assurances  that  these 
commitments  will  be  fulfilled. 

(7)  The  written  agreement  between 
the  State  and  local  government  or 
governments  required  by  §  596.200(b)(4) 
has  been  executed. 

(c)  Maps  and  zone  description.  Maps 
and  a  general  description  of  the  area 
shall  accompany  the  nomination 
request. 
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§  596.301  HUD  action  and  review  of 
nominations  for  zone  designation. 

(a)  Establishment  of  submission 
procedures.  HUD  will  establish  a  time 
period  and  procedures  for  the 
submission  of  Nominations  for 
Designation  of  an  Enterprise  Zone.  The 
submission  deadline  and  addresses  for 
submission  of  nominations  will  be 
published  by  Notice  in  the  Federal 
Register.  The  data  and  specific  criteria 
which  will  be  used  to  establish 
eligibility  will  also  be  identified  in  the 
Notice. 

(b)  Acceptance  for  processing.  HUD 
will  accept  for  processing  those 
Nominations  for  Designation  of  an 
Enterprise  Zone  which  HUD  determines 
have  met  the  criteria  required  by  this 
part.  HUD  will  notify  the  State  and  local 
government  or  tribal  governing  body 
within  10  working  days  from  receipt  of 
the  nomination  whether  or  not  the 
nomination  has  been  accepted  for 
processing.  The  criteria  for  acceptance 
for  processing  are  as  follows: 

(1)  The  Nomination  for  Designation  of 
an  Enterprise  Zone  must  be  received  by 
HUD  on  or  before  the  close  of  business 
on  the  date  established  by  Notice  in  the 
Federal  Register. 

(2)  Each  unit  of  local  government  must 
be  determined  by  HUD  to  have  met  the 
requirements  of  §  596.101(b). 

(3)  The  Nomination  for  Designation  of 
an  Enterprise  Zone  must  be  complete 
and  contain  a  proposed  course  of  action 
as  required  by  §  596.202,  and  the 
certifications  required  by  §  596.300  (b) 
and  (c). 

(c)  Evaluation  of  nominations.  Each 
nomination  accepted  for  processing  will 
be  reviewed  by  HUD  to  determine  that, 
in  the  judgement  of  the  reviewing 
official,  the  problems  to  be  addressed 
have  been  adequately  accessed  and  the 
actions  proposed  in  the  course  of  action 
appear  to  address  these  problems. 

(d)  Publication  of  designations. 
Announcements  of  those  zones 
receiving  designation  will  be  made  by 
publication  of  a  Notice  in  the  Federal 
Register. 

§  596.3D2  Selection  factors  for 
designation  of  nominated  zones. 

Zone  designation  will  be  based  solely 
on  rank  order  of  distress.  Each  area  will 
be  ranked  within  each  of  the  criteria  set 
forth  in  §  596.101(d)  on  the  basis  of  the 
amount  by  which  the  area  exceeds  the 
criteria.  For  the  poverty  criterion  the 
ranking  will  be  based  on  the  overall 
poverty  rate  for  the  smallest  number  of 
block  groups,  enumeration  districts 
which  contain  the  zone.  The  rank  order 
will  then  be  determined  by  the  highest 
average  ranking  with  respect  to  the  four 
criteria.  In  any  instance  where  the  data 


are  missing  and  the  applicant  did  not 
establish  that  the  area  would  pass  the 
test,  a  rank  of  zero  would  be  used. 

§  590.303  Zone  designation  in  rural  areas. 

For  rural  areas  as  defined  in  §  596.3, 
rank  order  of  distress  will  be 
determined  separately  as  set  forth  in 
§  596.101(e). 

§  596.304  Number  of  zones  designated. 

HUD  may  choose  in  advance  to 
designate  less  than  the  maximum 
number  of  eligible  zones  in  any  one 
submission  period.  When  HUD 
announces  a  submission  period,  HUD 
will  announce  the  number  of  enterprise 
zones  which  will  be  designated  as  a 
result  of  that  period.  Qualified  areas 
which  are  not  selected  in  one 
submission  period  may  reapply  in  a 
subsequent  submission  period. 

Subpart  E— Post  Zone  Designation 

§  596.400  Monitoring. 

HUD’s  role  in  monitoring  Enterprise 
Zone  activity  will  be  kept  to  the 
minimum  necessary  to  determine 
compliance  with  the  state  and  local 
commitments  made  in  accordance  with 
§  596.200(4)  or  (for  an  Indian 
Reservation)  the  assurance  required  by 
§  596.201(b).  Monitoring  will  be  carried 
out  in  conjunction  with  ongoing  CPD 
activities  in  the  community,  e.g.,  CDBG 
monitoring  visits. 

§  596.401  Revocation  of  enterprise  zone 
designation. 

The  Secretary,  after  the  consultations 
required  by  §  596.6  (b)  or  (c),  as 
appropriate,  may  revoke  the  designation 
of  an  area  as  an  enterprise  zone  if  the 
Secretary  finds  that  a  local  government 
or  the  State  in  which  the  zone  is  located 
is  not  complying  substantially  with  the 
State  and  local  commitments  made  in 
accordance  with  §  596.200(b)(4)  or,  (for 
an  Indian  reservation)  the  assurance 
required  by  §  596.201(b). 

(a)  Warning  letter.  Before  revoking 
the  designation  of  an  area  as  an 
enterprise  zone,  the  Secretary  will  issue 
a  letter  of  warning  to  the  nominating 
State  and  local  governments: 

(1)  Advising  that  the  Secretary  has 
determined  that  one  or  more  parties  to 
the  written  agreement  required  by 

§  596.200(b)(4)  or,  (for  an  Indian 
reservation)  the  assurance  required  by 
§  596.201(b),  are  not  complying 
substantially  with  the  agreement  or 
assurance;  and 

(2)  Requesting  a  reply  from  all 
involved  parties,  within  a  specified 
period  of  time. 

(b)  Issuance  of  a  notice  of  revocation. 
After  providing  a  minimum  of  90  days 
for  parties  to  respond  and  upon  a 


finding  by  the  Secretary  under  this 
section,  the  Secretary  may  issue  a  final 
notice  of  revocation  of  the  designation 
of  the  area  as  an  enterprise  zone. 

§  596.402  Evaluation  and  reporting. 

For  the  zones  designated  in 
accordance  with  §  596.302,  the 
Department  will  require  periodic 
reports.  These  reports  will  identify  the 
local  and  state  actions  which  have  been 
taken  in  accordance  with  the  course  of 
action  and  describe  the  economic  and 
physical  revitalizations  which  has 
occurred  in  the  zone.  The  following 
types  of  data  will  be  needed  for 
evaluation  of  Enterprise  Zone  progress: 

(a)  Base  line  data.  Base  line  data  for 
the  zone  and  the  city  as  a  whole  to 
permit  comparison  of  the  city  and  zone 
before  and  after  designation. 

(b)  fob  strategy.  A  description  of  the 
strategy  employed  to  create  and 
maintain  jobs  in  the  zone; 

(c)  Business  data.  Collection  of  annual 
data  on  new  firms  created  and 
terminated  in  the  zone  and  for  the  city 
as  a  whole,  the  origin  of  firms  moving 
into  the  zone  (within  or  outside  the 
SMSA),  whether  or  not  the  firms  are 
branches  of  existing  firms,  the  number 
of  firm  expansions,  jobs  created,  jobs 
retained  for  firms  which  provide  solid 
evidence  that  they  would  have  moved 
out  of  the  zone  in  the  absence  of 
incentives,  and  a  listing  of  benefits 
received  by  new  and  expanding  firms. 

Subpart  F— -Waiver  or  Modification  of 
Rules 

§  596.500  Requests  for  waivers  or 
modifications. 

(a)  Parties  to  a  request.  A  Request  for 
Waiver  or  Modification  of  a  HUD  rule 
shall  be  executed  by  the  local 
government  or  Indian  tribal  government 
of  the  jurisdiction  that  nominated  an 
area  designated  an  enterprise  zone 
under  this  part. 

(b)  Submission  requirements.  A 
Request  for  Waiver  or  Modification 
must  be  submitted  in  writing  in  a  form 
prescribed  by  HUD.  The  Request  shall 
contain: 

(1)  A  citation  of  the  specific  rule  or 
rules  for  which  a  waiver  or  modification 
is  requested; 

(2)  A  brief  description  of  the  change 
requested;  and 

(3)  A  brief  description  of  why  the 
change  would  promote  the  achievement 
of  job  creation,  community 
development,  or  economic  revitalization. 

§  596.501  Waiver  or  modification  of  HUD 
rules  in  enterprise  zones. 

(a)  Authority  to  grant  waivers  or 
modifications.  Upon  the  written  request 
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of  the  governments  that  nominated  an 
area  as  enterprise  zone  under  this  part, 
the  Secretary  may  waive  or  modify  all 
or  part  of  any  rule  which  the  Secretary 
has  authority  to  promulgate,  as  such  rule 
pertains  to  the  carrying  out  of  projects, 
activities,  or  undertakings  within  the 
designated  enterprise  zone,  in  order  to 
further  the  objectives  of  the  program. 

(b)  Standards  for  consideration  of 
requests  for  waivers  and  modifications. 
In  considering  a  request  for  a  waiver  or 
modification,  the  Secretary  will  weigh 
the  extent  to  which  the  proposed  change 
is  likely  to  further  job  creation, 
community  development,  or  economic 
revitalization  against  the  effect  the 
change  is  likely  to  have  on  the 
underlying  purposes  of  applicable 
statutes  and  rules  affected  by  the 
change. 

(c)  Secretarial  determination.  A 
request  for  a  waiver  or  modification 
may  be  approved  whenever  the 
Secretary  finds  that  the  public  interest 
served  by  the  modification  would 
outweigh  the  public  interest  served  by 
continuing  the  rule  unchanged. 

(d)  Waivers  or  modifications  not 
authorized.  The  Secretary  will  not 
approve  any  request  to  waive  or  modify 
any  rule  which: 

(1)  Was  adopted  to  carry  out  a  statute 
or  Executive  Order  which  prohibits,  or 
the  purpose  of  which  is  to  protect 
persons  against,  discrimination  on  the 


basis  of  race,  color,  religion,  sex,  marital 
status,  national  origin,  age,  or  handicap; 

(2)  Would  directly  violate  a  statutory 
requirement;  or 

(3)  Would  be  likely  to  present  a 
significant  risk  to  the  public  health, 
including  envionmental  health  or  safety. 

(e)  View  of  interested  parties.  To 
facilitate  reaching  a  decision  on  any 
requested  waiver  or  modification,  the 
Secretary  may  seek  the  views  of 
interested  parties. 

(f)  90  day  review  period  for  requests. 
Not  later  than  90  days  after  receipt  of  a 
request  under  §  596.501,  the  Secretary 
will  make  a  determination  whether  to 
grant  a  request  for  waiver  or 
modification. 

(g)  Notification.  Upon  a  determination 
by  the  Secretary  to  approve  a  waiver  or 
modification,  HUD  shall  inform  the 
State  and  local  governments  requesting 
the  waiver  or  modification. 

(h)  Effect  of  subsequent  amendments 
to  rules  waived  or  modified.  If, 
subsequent  to  the  granting  of  a  waiver 
or  modification,  HUD  amends  the  rule 
for  which  the  waiver  or  modification  has 
been  granted,  the  waiver  or  modification 
shall  continue,  in  full  force  and  effect 
unless  the  governments  requesting  the 
waiver  or  modification  are  consulted 
with  respect  to  the  effect  of  the 
amendment  on  the  requested  waiver  or 
modification  and  the  Secretary 
determines,  that  the  justification  for  the 


waiver  or  modification  is  no  longer 
valid. 

Subpart  G— Coordination  of  Housing 
and  Urban  Development  Programs 

§  596.600  Coordination  of  HUD  programs. 

(a)  To  the  maximum  extent  possible, 
the  Secretary  of  HUD  will  provide 
special  assistance  to  Enterprise  Zones 
designated  in  accordance  with  §  596.302. 
This  will  include,  but  not  be  limited  to: 

(1)  Expedited  processing; 

(2)  Priority  funding; 

(3)  Program  setasides;  and 

(4)  Provision  of  technical  assistance  in 
furtherance  of  the  objectives  of  Title  VII. 

(b)  Although  the  designation  of  a 
federal  enterprise  zone  under  this  part 
does  not  in  itself  constitute  a  federal 
action  that  would  trigger  application  of 
Executive  Orders  11825  and  12432 
concerning  minority  business  enterprise, 
the  provision  of  federal  funds  to  carry 
out  elements  of  a  course  of  action  will 
require  that  the  appropriate  provisions 
of  the  program  providing  the  funds 
regarding  Executive  Orders  11625  and 
12432  be  met. 

Date:  August  9, 1988. 

)ack  R.  Stokvis, 

Assistant  Secretary  for  Community  Planning 
and  Development. 
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